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KEY ECONOMIC INDICATORS 


All values in millions of US$ wnless otherwise noted. 
Current exchange rate US$1.00 = Bds.$2.00 (Bds$ floats with USS). 


1974 1975 1976 75-76 
percent 
 cesutinnameementinieinen ae 


INGOME, PRODUCTION, EMPLOYMENT 


Estimated GDP, current prices 296 385 396 +2.8 
Current Price GDP per Capita ($) 1095 1350 1370 +1.5 
GDP at constant (1974) prices 296 291 309 +6.2 
Average weekly industrial wage ($) 58 62 67 +8.0 
Aver af i ' ~ 

yg te ee a. 15-25 15-25 15-25 

(1971 = 100) 110.2 120.7 139.1 +15.2 
Sugar Production (000 long tons) 109 97 102 +5.2 


MONEY AND PRICES 


Money supply 43.1 52.5 59 +12.4 
Demand Deposits 28.3 32.7 35.6 +8.9 
Public Debt Outstanding 90 91.5 95.4 +4.3 

Extemal Debt 26.3 26.0 29.2 +12.3 

Internal Debt 63.7 65.5 66.2 +1.1 
Government Expenditure (current) 72.6 84.5 95.1 +12.5 
Average Commercial Prime Rate (%) 10.5 11.0 10.0 +9.0 
Retail Price Index (1965 = 100) 279 314 323 +2.9 


BALANCE OF PAYMENTS AND TRADE 


Total Exports, including services (FOB) 179 211 208 -1.4 
Exports to U.S. (FOB) 35 37 47 +27.0 
Total Imports (CIF) 232 238 275 +15.5 
Imports from U.S. (CIF) 45 45 69 $53.3 
Net Official Foreign Exchange Reserves 28.2 38.6 13.2 -65.8 
TOURISM 
Total Visitors (non-cruise ship) in 000's 231 222 224 +0.9 


U.S. Arrivals (non-cruise ship) 66 55 56 +1.8 





SUMMARY 
Basic Data: 


Land Area: 166 Square Miles 

Population: 255,000 

Per Capita GDP: $1,350 

Unemployment: 15-25% (estimated) 

Major Export: Sugar and related products 

Annual Imports from U.S.: $69 million (food, other consumer 
products) 

Principal Industries: Tourism, sugar, light manufactures 


The Barbadian economy basically marked time in 1976 and the 
first two quarters of this year. A favorable tourist season 
and a slight drop in unemployment, even though balanced by 
lower sugar export revenues, allowed a sharp fourth quarter 
1976 rise in spending for consumer durables, mostly imported 
items. The Barbados Government reacted to the upsurge in con- 
sumption by restricting imports and tightening installment 
credit. 


Although sales potential is limited by the island's small 
population, the trend is toward an increasing US share of 
Barbadian imports at the expense of the traditional supplier, 
Great Britain. Continuing political stability, moderate 
government policies, and fiavorable industrial relations 
practices make Barbados an attractive location for export- 
oriented small scale assembly operations. 








CURRENT ECONOMIC SITUATION AND TRENDS 
General 


Although final figures are not yet available, it is reliably 
estimated that while the real output of the Barbadian economy 
grew 6 percent in 1976, sharply lower sugar export prices 

held the current GDP increase in monetary terms to somewhat 
under 3 percent. Current GDP adjusted for the island's terms 
of trade increased at most by one percent, while on a per 
capita basis it was negative. While not a year of significant 
growth, 1976 was nonetheless one which saw the recovery - 
continuing this year - of the Barbadian economy's single most 
important sector, tourism. 


Along with the welcome reversal of the previous decline in 

the number of tourists visiting the island, inflation modera- 
ted considerably during 1976, down to approximately 3 percent 
compared with over 30 percent in 1975 and 26 percent in 1974. 


The expansion of Barbados' modest export-oriented light indus- 
try sector, which began in mid-1975, continued through 1976 
and into this year. Fueled by increased external demand for 
components produced here, export industries have generally 
expanded production, and several new companies have located 

in Barbados. The island's attractionsfor such investors 
remains its literate labor force, political stability and 
favorable industrial relations practices. 


Given the near zero growth in monetary terms last year, consu- 
mer demand was surprisingly strong, particularly during the 
last calendar quarter. The strong demand continued into the 
first half of this year. The reeent surge resulted in some 
reduction in the island's still too high rate of unemploy- 
ment. 


Agriculture 


The island's primary sector can be divided into two main sub- 
sectors, sugar for export and food for local consumption. 


Removal of land from sugar production, unfavorable weather 
conditions, increasing input costs (including labor) and labor 
shortages have caused a steady decline in sugar production 

since at least the late 1960's. Production declined from 116 
thousand tons in 1973 to 109 thousand tons the following year 
and then to only 97 thousand tons in 1975, the year of the 
historical maximum export price of US$666/ton. Output recovered 
somewhat last year - 102 thousand tons - and the 1977 harvest 
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yielded 118 thousand tons. Obviously in spite of the 1975 to 
1976 production increase of five percent, the 50 percent lower 
price (US$327/ton) meant sugar contributed only US$23.3 million 
to the island's foreign exchange earnings last year versus 
US$47.5 million in 1975. 


The present Barbadian Government has committed itself 

to an attempt to reverse declining cane production and has 
announced that it will not permit further diversion of sugar 
lands into alternative uses. However, even if land use is 
frozen, other factors - especially weather, disease and higher 
input costs - coupled with lower prices to producers may well 
defeat this goal. 


Although production of some food crops increased substantially 
in 1976, non-sugar agriculture output remains sluggish, a 
reflection of the climatic,disease and basic structural problems 
affecting local food growers. As with sugar, the government 

is publicly committed to ambitious efforts to reduce the 
country's close to 75 percent dependence on imported food, a 
situation that reduces substantially the benefits of tourism to 
the island's external payments position. 


Tourism 


Total visitor arrivals in 1976 increased approximately 4 percent 
over 1975 - and this year looks to chalk up a further moderate 
increase. Nonetheless this improvement represents only a 
return to levels attained prior to the worldwide fuel crisis. 
Non-cruise ship arrivals totalled 144 thousand in the first 
half of 1976 compared to 111 thousand during the same period 

in 1975. After a steady decline in US visitors as a percentage 
of the total, last year that trend was reversed and Americans 
now represent about a quarter of the total. 


With the tourist industry both the island's single largest 
foreign exchange earner and employer of local labor, there is 
understandable concern over its long-term health. Despite 
fears that the industry may be pricing its product too high to 
allow expansion (or perhaps even to allow retention of its 
present level), recent indications are that, while short-term 
expansion is unlikely, neither is a real decline an imminent 
danger. 


Industry 


The island's manufacturing sector, which currently employs 
about 16,000 and contributes approximately 14 percent to GDP, 
experienced reduced growth in 1973 and actually declined in 
1974. This decline continued through the first half of 1975 
but dramatically reversed itself in the latter half of that 
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year. The expansion continued in 1976 as established enter- 
prises increased output and, in addition, new operations were 
begun. This growth, however, was almost wholly a result of 
external demand for products such as electronic components and 
sporting goods, products destined largely for the US market. 


The Barbadian Government continues its strong support for the 
establishment of enclave industries, providing tax relief and 
assistance with plant sites and buildings. A recent negative 
factor regarding local industry producing for the CARICOM 
market is the emergence of import restrictions in Guyana and 
Jamaica, both of which have traditionally absorbed a signifi- 
cant amount of Barbadian clothing exports. 


External Trade, Balance of Payments 


Barbados traditionally runs a substantial current account 
deficit (an annual average of $50 million during the 1972-74 
period; only $27 million in 1975; an estimated $66 million 
last year) offset by heavy capital imports. The island's 
Overall balance of payments was slightly ($2.5 million) posi- 
tive in 1974, strongly so ($17.7 million) in 1975 and negative 
($11.6 million) in 1976. The 1975 performance was the result 
of both bonanza sugar prices and surprisingly weak demand for 
imports. Last year saw much lower sugar prices and strong 
import demand, largely for automobiles. 


The Government has taken effective steps to repress demand for 
imports by restricting credit for consumer durables (which are 
almost all imported items) and by imposing a temporary ban on 
automobile imports. However, pressure on the island's official 
reserves remains a substantial concern of the Barbadian Govern- 
ment, and further balance of payments deterioration will un- 
doubtedly evoke additional countermeasures. 


Government Policies and Practices 


The present Barbadian Government (elected September 1976) has 
expressed two important economic priorities - increasing 
productive private sector employment and bringing public sector 
expenditures into better balance with government revenues. In 
support of the first goal, the island government has intensi- 
fied efforts both to recruit additional foreign investment and 
to promote increased exports of items already being produced. 
The second goal - a balanced budget - is being pursued both by 
moderately increased taxation and attempts to hold the line on 
government spending. 


Although the government efforts in these areas are important, a 
basic structural problem of the Barbadian economy remains the 
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extreme degree of its susceptibility to externally determined 
factors - tourism trends and sugar prices, for example. Thus, 
traditional governmental economic tools have far less utility 
than in countries where the economy is more insulated from the 
rest of the world. 


IMPLICATIONS FOR THE UNITED STATES 
Trade 


Last year for the first time the US edged out the UK and 
became Barbados' number one supplier of imports. The annual 
dollar value of US sales to the island, however, is minute, 
only $69 million in 1976. Although there is no likelihood US 
sales here will increase dramatically, they can be expected to 
increase steadily and, over time, substantially as American 
exporters continue to capture business that traditionally went 
to British suppliers. At present, the principal impediment to 
an even faster movement towards US supply of Barbadian imports 
is an ocean freight rate structure that enables many products 
(e.g., structural steel) to be shipped at lower cost from England 
than from much closer US east coast parts. 


Relevant market information is available from the Department of 
Commerce and the stateside headquarters of the American banks 
operating here - Chase Manhattan, First National City Bank, 
Bank of America, and First Chicago. 


Investment 


Barbados' political stability, good transportation links, and 
educated workforce and the island government's continued 
acceptance of a market economy combine to make the country 
attractive to selected US and other foreign investors. Govern- 
mental assistance to potential investors will continue, although 
there will be increased emphasis on local participation and the 
recruitment of qualified Barbadians in lieu of expatriates wher- 
ever possible. 


Labor relations should continue relatively peaceful, but there 
will be increased upward pressure on wage rates, and more 
unionization of export industries can be anticipated. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


o 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 
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